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ABSTRACT Income se cu r i t y  i n  t he  Un i ted  States i s  
a f f e c t e d  by both income t r a n s f e r  p o l i c y  and t ax  po l i c y .  
T rans fe r  payments have reduced the  inc idence  o f  pover ty  
i n  t he  Uni ted States. The nonmetro pover ty  r a t es ,  
however, remains h igher  than t he  metro pover ty  r a t e ,  
even a f t e r  cons ider ing  growing i n - k i nd  t r ans fe r s .  
Add i t i ona l l y ,  nonmetro areas depend heav i l y  on t r a n s f e r  
payments f o r  personal income. Because adjustments i n  
t ax  p o l i c y  have no t  kept  pace w i t h  i n f l a t i o n ,  t h e  
work ing poor have pa id  an i nc reas i ng  share o f  t h e i r  
income i n  taxes. Th is  i s  p a r t i c u l a r l y  important  f o r  
nonmetro areas, as most o f  t h e i r  poor f am i l i e s  con ta in  
a t  l e a s t  one worker. The e f f e c t s  o f  changes i n  income 
t r a n s f e r  p o l i c y  and t ax  p o l i c y  on t he  nonmetro poor are 
discussed, and, where t he  data permi ts ,  i n f o rma t i on  on 
t h e  southern Uni ted States i s  examined. 
I n t r o duc t i o n  
Income se cu r i t y  p o l i c y  i n  the  Uni ted States i s  a f f e c t e d  
by both income t r a n s f e r  p o l i c y  and t a x  p o l i c y .  This  paper 
b r i e f l y  examines t he  var ious  components o f  p ub l i c  income 
t r a n s f e r  programs and t h e i r  growth as we l l  as t h e  'm ac t s  o f  
these t r a n s f e r s  on pover ty  i n  nonmetro areas.' R a n s f e r  
payments have become an important  source o f  income i n  the  
nonmetro Un i ted  States. This  paper a l so  examines t he  e f f e c t  
o f  taxes on t he  nonmetro poor and t h e i r  income i n  r ecen t  
years. Where t h e  data permi ts ,  i n f o rma t i on  on t he  southern 
r eg i on  o f  t h e  Uni ted States i s  s p e c i f i c a l l y  examined. 
Pub l i c  income t r a n s f e r  programs, as considered here, a re  
" p u b l i c l y  support,  Government administered, o r  l e g i s l a t i v e l y  
au thor ized  programs which have as t h e i r  o b j e c t i v e  t he  
maintenance o r  supplementat ion o f  cu r ren t  personal income 
through payment o f  cash bene f i t s  o r  p r o v i s i o n  o f  i n - k i n d  
serv ices  o r  comnodit ies" ( J o i n t  Economic Committee, U.S. 
Congress 1974, p. 3 ) .  Most income t r a n s f e r  programs a re  
intended t o  p r o t e c t  workers and t h e i r  dependents aga ins t  
earn ings losses a r i s i n g  from re t i rement ,  death, o r  
d i s a b i l i t y  o f  a breadwinner, and temporary unemployment. A 
number o f  i n - k i nd  t r a n s f e r  programs are designed t o  p r o t e c t  
aga ins t  unpred ic tab le  expenditures, such as medical costs,  
--------------- 
I Revis ion o f  a paper presented a t  the  1986 Annual 
Meeting o f  t he  Southern Rural Soc i o l og i ca l  Society ,  Orlando, 
F l o r i da .  The author  thanks Thomas A. Car l in ,  Bernal Green, 
Robert A. Hoppe, and Peggy J. Ross o f  t h e  Ag r i c u l t u r e  and 
Rural Development D i v i s i o n ,  ERS, USDA, f o r  c r i t i c a l  rev iew 
and s onen t s .  
Unless noted otherwise, metro and nonmetro a re  de f ined  
as i n  t he  1970 Census (U.S. Bureau o f  the  Census 1985a). 
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o r  t o  p rov i de  e s sen t i a l s  n o t  r e a d i l y  a v a i l a b l e  t o  a l l  
segments o f  t he  popu la t ion ,  such as adequate housing and 
food (Bu r t l e ss  1984; J o i n t  Economic Committee, U.S. Congress 
1974). 
Today's income t r a n s f e r  system i s  composed o f  t h r e e  
types o f  programs: cash s o c i a l  insurance, cash p ub l i c  
ass is tance,  and i n - k i nd  programs. Cash s o c i a l  insurance 
programs i nc l ude  Soc ia l  Secur i t y ,  unemployment insurance, 
workers '  compensation, government employees' pensions, 
r a i l r o a d  r e t i r emen t ,  and veterans '  pensions and 
compensation. These programs a re  n o t  t a rge ted  s p e c i f i c a l l y  
a t  the  low-income popu la t i on  b u t  a t  the  genera l  popu la t i on  
o r  p a r t i c u l a r  groups o f  workers, and b e n e f i t  l e v e l s  a re  
based i n  p a r t  on pas t  work h i s t o r y .  
Cash p u b l i c  ass is tance  programs i nc l ude  A id  t o  Fam i l i e s  
w i t h  Dependent Ch i ld ren  (AFDC), Supplemental Secu r i t y  Income 
(SSI) ,  and genera l  ass is tance.  These a re  t a rge ted  toward 
the  low-income popu la t i on  and do no t  r e qu i r e  pas t  work 
experience. Ca l led  "means-tested," the  b e n e f i t s  r e qu i r e  
t h a t  t he  r e c i p i e n t  have income and assets  below s pe c i f i e d  
l e ve l s ,  and they  a re  u s ua l l y  reduced o r  withdrawn i f  t h e  
r e c i p i e n t  becomes employed o r  earns more money. 
The i n - k i nd  t r a n s f e r  programs cons i s t  o f  h ea l t h  ca re  
b ene f i t s  through the  Medicare and Medica id programs, food 
b ene f i t s  f rom the  Food Stamp and Na t i ona l  School Lunch 
programs, and housing b ene f i t s  grom severa l  p ub l i c  o r  
subsid ized r e n t a l  housing programs. Except f o r  Medicare and 
rough ly  one qua r t e r  o f  school l unch  b ene f i t s ,  t h e  i n - k i nd  
t r a n s f e r  programs a re  a l s o  "mean - tested,"  o r  designed t o  
b e n e f i t  the  lor - income populat ion. '  Both nonmeans-tested and 
means-tested programs a re  examined here, because t he  
nonmetro poor may p a r t i c i p a t e  i n  one o r  more programs o f  
e i t h e r  type.  
Methodology 
Th is  paper uses both pub l i shed  da ta  and computer da ta  
tapes t o  examine t r a n s f e r  payments i n  t he  nonmetro Un i ted  
States.  The da ta  on t r a n s f e r  payment growth i s  drawn f rom 
Census Bureau p ub l i c a t i o n s  (U.S. Bureau o f  the  Census 1982, 
1984). I n f o rma t i on  on the  impacts o f  t r a n s f e r  payments on 
pover ty  i s  f rom the  U.S. Bureau o f  t he  Census (1984) and 
work by t h e  I n s t i t u t e  f o r  Research on Pover ty  (Dansiger e t  
a l .  1984). 
The metro-nonmetro da ta  on t r a n s f e r  payments were 
-------------- 
See Hoppe and Saupe (1982) and Lev i t an  (1985) f o r  
d i scuss ions  o f  t he  major  p ub l i c  income t r a n s f e r  programs. 
V i r t u a l l y  a l l  c h i l d r e n  who ea t  school lunches r e c e i v e  
a bas ic  subsidy under t h i s  program, even i f  t hey  pay t he  
" f u l l  e s t ab l i shed  p r i ce . "  Th is  subsidy accounts f o r  about a 
qua r t e r  of t he  t o t a l  bene f i t s ,  wh i l e  t h e  remain ing b ene f i t s  
go t o  those who e i t h e r  r ece i ve  t he  lunch  f o r  f r e e  o r  a t  a 
reduced p r i c e  (U.S. Bureau o f  t h e  Census 1984). Medicare 
covers a l l  e l d e r l y  Soc ia l  Secu r i t y  b e n e f i c i a r i e s  and many 
non-e lder l y  d isab led .  While about 15 percen t  o f  those who 
r ece i ve  Medicare b ene f i t s  a re  poor e l d e r l y  persons, t he  
program i s  n o t  "means-tested" (U.S. Bureau o f  the  Census 
1982). 
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ob ta ined  f rom computer tapes p rov ided  by t he  Bureau o f  
Economic Ana lys is  (BEA). These tapes supply  d e t a i l e d  
est imates o f  t r a n s f e r  payments made i n  t he  metro and 
nonmetro areas o f  each s t a t e  and the  D i s t r i c t  o f  Columbia 
f o r  1969-83. The tapes a l s o  p rov i de  data on t o t a l  personal  
income and popu la t ion  f o r  each area. Est imated per c a p i t a  
t r a n s f e r  payments and t r a n s f e r  payments as a percentage o f  
personal income were de r i ved  f rom t he  BEA data;  da ta  on the  
number o f  r e c i p i e n t s  o r  on b e n e f i t  l e v e l s  per r e c i p i e n t  were 
n o t  considered here. 
T rans fe r  payment growth 
The ma j o r i t y  o f  Federal expendi tures in tended t o  a s s i s t  
t h e  poor i s  now concentrated i n  programs t h a t  p rov ide  
i n - k i nd  o r  non-cash bene f i t s .  By 1983, t he  t o t a l  ou t l a ys  
f o r  means-tested i n - k i nd  ass is tance  programs were 80 percen t  
h igher  than ou t l a ys  f o r  cash p u b l i c  ass is tance  (U.S. Bureau 
o f  t he  Census 1984). 
Dur ing t he  1970s, i n - k i nd  t r a n s f e r  programs were t he  
f a s t e s t  growing component o f  t he  Federal income s e c u r i t y  
programs d i r e c t e d  toward the  poor. Between 1970 and 1983, 
t he  r e a l  va lue  ( i n  1983 constant  d o l l a r s )  o f  cash p u b l i c  
ass is tance  increased about 51 percent ,  wh i l e  means-tested 
i n - k i nd  b e n e f i t s  increased o f e r  145 percen t  (U.S. Bureau o f  
t he  Census 1984). New i n - k i n d  programs d i r e c t e d  toward 
s p e c i f i c  needs o f  t he  poor were c rea ted  and expanded du r i ng  
t h i s  per iod ,  wh i l e  p ub l i c  suppor t  f o r  cash p ub l i c  ass is tance  
dec l i ned  ( Lev i t an  1985). 
For example, t he  Food Stamp program, enacted i n  1964, 
was expanded t o  a nat ionwide program i n  1974 ( J o i n t  Economic 
Committee, U.S. Congress 1974), and i n  1979, t h e  cash 
purchase requi rement  was dropped, i n c reas i ng  t he  program's 
a c c e s s i b i l i t y  t o  the  poor ( I n s t i t u t e  f o r  Research on Pover ty  
1980). The i n - k i nd  Medicaid program, begun i n  1965, 
expanded r a p i d l y  as t he  number o f  r e c i p i e n t s  increased and 
as medical i n f l a t i o n  outpaced genera l  i n f l a t i o n  i n  t he  l a t e  
1970s (Bu r t l e ss  1984). By 1983, t he  $31.5 b i l l i o n  market 
va lue  o f  Medicaid a lone exceeded t he  $27.6 b i l l i o n  i n  
means-tested cash ass is tance  (U.S. Bureau o f  t he  Census 
1984). 
Spending on AFDC a l s o  increased du r i ng  t he  1960s and 
e a r l y  1970s, as average b e n e f i t  l e v e l s  rose  and program 
p a r t i c i p a t i o n  increased (Bu r t l e ss  1984). However, r e a l  
b ene f i t s  f rom AFDC f e l l  du r i ng  t he  l a t e  1970s and e a r l y  
1980s, as s t a t e -es tab l i shed  b e n e f i t  l e v e l s  d i d  no t  keep pace 
w i t h  i n f l a t i o n  and as e l i g i b i l i t y  l e v e l s  were t i gh tened  
(Bu r t l e ss  1984). 
Impacts o f  t r a n s f e r s  on pove r t y  
One method f r e quen t l y  used t o  examine t he  impact o f  
income s e c u r i t y  programs on pover ty  i s  t o  examine how they  
reduce t he  p r e t r a n s f e r  inc idence  o f  pover ty  (Danziger e t  a l .  
1984). P re t rans fe r  pover ty  considers o n l y  earnings, 
p rope r t y  income (d iv idends ,  i n t e r e s t ,  r e n t ) ,  and p r i v a t e  
t r ans fe r s .  Since 1969, t h e  p r e t r a n s f e r  inc idence  o f  
pover ty ,  a t  t he  n a t i o na l  l e v e l ,  has g r a dua l l y  increased from 
about 18 t o  24 percen t  (F igure  1 ) .  
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Figure 1. U.S Poverty Rates 1969-1983 
I nc l ud i ng  cash soc i a l  insurance payments i n  income 
reduced t he  inc idence o f  pover ty  i n  t h e  Un i ted  States t o  
about 16 percent  i n  1983, and i n c l u d i n g  cash pub l i c  
ass is tance payments f u r t h e r  reduced t h e  inc idence  o f  pover ty  
t o  j u s t  over 15 percent ,  t h e  o f f i c i a l  pover ty  l e v e l  
(Danziger e t  a l .  1984). Thus, cash s o c i a l  insurance 
programs p l ay  a more important  r o l e  than cash pub l i c  
ass is tance i n  reducing the  o ve r a l l  i nc idence  o f  pover ty  i n  
t he  Uni ted States. 
Dur ing t he  1970s, l i t t l e  headway was made aga ins t  
pover ty ,  a l though government ou t lays  f o r  i n - k i nd  t r a n s f e r  
programs grew r ap i d l y .  This  apparent c on t r a d i c t i o n  
p a r t i a l l y  r e s u l t s  from the  o f f i c i a l  method o f  measuring 
pover ty ,  which excludes i n - k i n d  income. Since 1979, 
however, t he  Census Bureau has pub l i shed  annual est imates o f  
pover ty  t h a t  inc lude  the  measurement o f  i n - k i n d  bene f i t s .  
For 1983, va l u i ng  i n - k i nd  bene f i t s  a t  market va lue  and 
i nc l ud i ng  them as income reduces t h e  inc idence  o f  pover ty  t o  
about 10 percent  (F igure  I ) . ~  I n - k i nd  t r a n s f e r s  have a 
l a r g e r  an t i - pove r t y  e f f e c t  than do cash pub1 i c  ass is tance  
--------------- 
The Census Bureau uses t h ree  techniques t o  va lue  
i n - k i nd  bene f i t s .  The market va lue  approach used here 
reduced o ve r a l l  pover ty  t he  most and thus represen ts  t he  
maximum e f f e c t  on va l u i ng  i n - k i nd  bene f i t s .  See U.S. Bureau 
o f  the  Census (1984) f o r  a more d e t a i l e d  d iscuss ion  o f  t he  
procedures and t he  impact on pover ty  and Getz (1984) f o r  a  
d iscuss ion  o f  the  a f f e c t s  o f  us ing a l t e r n a t i v e  va l u i ng  
techniques on the  metro and nonmetro pover ty  r a t es .  
Percent of tdal populalion 
25 
20 Prelransfef poverty rate 
l5 
10 
5 
0 
.. . . . . . 
?a,, Poverty rate after cash social insurance ,,,111111111~1 
'**,o,$> ,,,,,,,,,., 
"-*. .,,, ....- -a'''l'*'**~.. ........................ 
, , , " "  " " " " , ,  111 ,,... 9'' 
'"*~*~",, #,, ,,,,*, " " , " " , " ~ w " w ~ ~ " , " " , " " ~ " , "  ",,8" 
Poverty cale after cash public assislance ( 1 1 -  
,S 
,S 
Poverty rate after in-kind transfers 
1967 69 71 73 75 77 79 81 83 
SQM D ln zw  a, .I rlCI 
4
Journal of Rural Social Sciences, Vol. 04 [2019], Iss. 1, Art. 4
https://egrove.olemiss.edu/jrss/vol04/iss1/4
Bent 1 ey 
programs, b u t  a  sma l le r  impact than cash s o c i a l  insurance 
programs. 
From 1978 t o  1983, however, income t r a n s f e r s  became l e s s  
e f f e c t i v e  a t  reduc ing  pover ty .  The growth i n  r e a l  t r a n s f e r  
l e v e l s  per  household slowed, wh i l e  p r e t r a n s f e r  pover ty  
increased due t o  d e c l i n i n g  economic growth and r i s i n g  
unemployment ( I n s t i t u t e  f o r  Research on Pover ty  1984). 
Consequently, income t r a n s f e r s  removed a  sma l le r  percentage 
o f  t he  p r e t r a n s f e r  poor from pover ty ,  and p o s t t r a n s f e r  
pover ty  r a t e s  rose  as we l l  (Danziger e t  a l .  1984). I n  
p a r t i c u l a r ,  t he  e f f ec t i veness  o f  means-tested t r a n s f e r s  was 
reduced by f ede ra l  p o l i c y  changes enacted i n  t he  (hnibus 
Budget Reconc i l i a t i o n  Act o f  1981 (Danziger e t  a l .  1984). 
The pover ty  r a t e  i n  nonmetro areas i s  h i ghe r  than metro 
areas be fo re  and a f t e r  a l u i n g  i n - k i nd  b ene f i t s  (U.S. Bureau 
o f  t he  Census 1984).' D i f f e r ences  i n  i n - k i n d  program 
p a r t i c i p a t i o n  r a t e s  p a r t i a l l y  e x p l a i n  t he  h i ghe r  nonmetro 
pover ty  r a t e ,  as t h e  nonmetro poor a re  l e s s  l i k e l y  than t he  
metro poor t o  p a r t i c i p a t e  i n  i n - k i n d  programs, p a r t i c u l a r l y  
t he  housing and Medica id programs (Getz 1984). The nonmetro 
poor were more l i k e l y  t o  p a r t i c i p a t e  i n  t he  Medicare 
program, r e f l e c t i n g  a h i ghe r  p r o po r t i o n  o f  t he  e l de r1  y among 
t he  nonmetro poor. 
The group most a f f e c t e d  by i n - k i n d  programs were t he  
e l d e r l y ;  over  t h ree - f ou r t hs  o f  t he  n a t i o n ' s  e l d e r l y  poor 
escaped pover ty  a f t e r  va l u i ng  a l l  i n - k i n d  bene f i t s .  Some 
groups, however, had h i gh  r a t e s  o f  pove r t y  even a f t e r  
i n c l u d i n g  i n - k i n d  bene f i t s .  A f t e r  adding t he  va lue  o f  
i n - k i n d  bene f i t s ,  t he  pover ty  r a t e s  among b lacks,  c h i l d r e n  
under 6, persons o f  Spanish o r i g i n ,  and persons i n  
female-headed f am i l i e s  were s t i l l  above t he  1983 n a t i o na l  
pover ty  r a t e  o f  15.2 percen t  be fo re  i n c l u d i n g  i n - k i n d  
b ene f i t s  (U.S. Bureau o f  t he  Census 1984). I n  t he  South, 
i n c l u d i n g  i n - k i nd  b ene f i t s  reduced t he  pove r t y  r a t e  f rom t he  
o f f i c i a l  r a t e  o f  17.2 percen t  t o  12.1 percen t  i n  1983 (1J.S. 
Bureau o f  t he  Census 1984). 
T rans fe r  payments i n  t h e  nonmetro Un i t ed  S ta t es  
T rans fe r  payments have become very  impor tan t  i n  t he  
nonmetro Un i ted  States.  As measured by t he  Bureau o f  
Economic Analys is ,  income rece i ved  i n  t he  fo rm o f  t r a n s f e r  
payments was 18.5 percen t  o f  a l l  personal  income i n  t he  
nonmetro Yn i ted  S ta tes  i n  1983, equ i va l en t  t o  $94.9 b i l l i o n  
(Table 1) .  I n  t he  Un i ted  S ta tes  as a whole, personal  income 
i n  t he  form o f  t r a n s f e r  payments equaled 405 b i l l i o n  
d o l l a r s ,  o r  14.8 percen t  o f  a l l  personal  income. 
Using t he  market va lue  method t o  va lue  food, housing, 
and medica l  bene f i t s ,  b u t  exc lud ing  i n s t i t u t i o n a l  
expendi tures,  decreases t he  metro pover ty  r a t e  by 32.6 
percen t  t o  9.3 percen t  and t h e  nonmetro pove r t y  r a t e  by 27.9 
percen t  t o  13.2 percent .  Nonmetro pover ty  r a t e s  a re  g rea te r  
than metro pover ty  r a t e s  us i ng  a l l  t h r e e  i n - k i n d  v a l u a t i o n  
techniques (U.S. Bureau o f  t h e  Census 1984). 
The Buraeu o f  economic ana l ys i s  prepares l o c a l  area 
personal  income est imates t o  measure economic a c t i v i t i e s  
throughout  t he  Un i ted  S ta tes  (U.S. Beueau o f  Economic 
Ana lys is  1985). One component o f  personal  income t h a t  
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Table 1. Per c ap i t a  t r a n s f e r  payments and t r a n s f e r  payments 
as a percentage o f  t o t a l  personal  income by program, region,  
and residence, 1983.* 
Transfers 
as a 
Region percentage 
and personal 
res idence income 
Northeast 5.2 
Metro 14.8 
Nonmetro 19.5 
Per cap i t a ,  i n  d o l l a r s  
............................... 
Cash Cash I n -  
To ta l  s o c i a l  pub1 i c  k i nd  
t r a n s f e r s  insurance ass is tance 
Midwest 15.0 1,717 1,166 118 304 
Metro 14.0 1,710 1,138 131 309 
Nonmetro 18.0 1,733 1,232 87 291 
South 14.9 1,603 1,135 79 277 
Metro 13.5 1,587 1,134 68 271 
Nonmetro 19.2 1,637 1,138 105 292 
West 14.1 1,744 1,190 158 264 
Metro 13.6 1,753 1,185 170 269 
Nonmetro 17.3 1,703 1,214 100 239 
U.S. t o t a l  14.8 1,731 1,188 120 294 
Metro 14.0 1,739 1,184 127 297 
Nonmetro 18.5 1,704 1,201 99 284 
* 
Trans fe r  payments i nc l ude  a l l  t r a n s f e r s  considered as 
personal income i n  t he  l o c a l  area personal income est imates 
prepared by t he  Bureau o f  Economic Analysis. See U.S. 
Bureau o f  Economic Analys is  (1985) f o r  a complete l i s t i n g  o f  
a l l  t r a n s f e r  payments considered. Separate ca tegor ies  o f  
t r a n s f e r s  shown here are as f o l l ows  : 
Cash s o c i a l  insurance payments: Soc ia l  Secur i t y ,  
f ede ra l  re t i rement ,  s t a t e  and l o c a l  re t i rement ,  r a i l r o a d  
re t i rement ,  workers'  compensation, unemployment 
compensation, veterans '  pensions and m i l i t a r y  re t i rement ,  
veterans '  l i f e  insurance, temporary d i s a b i l i t y ,  Panama 
Canal cons t r uc t i on  annu i ty  payments, and b lack  l ung  
payments. 
Cash pub l i c  ass is tance payments: SSI, AFDC, general  
assistance, emergency ass is tance,  f o s t e r  home care payments, 
earned income t ax  c r ed i t s ,  and energy ass is tance  payments. 
I n - k i nd  payments: food stamps and Medicare. 
Metro coun t ies  i n  t he  Un i ted  S ta tes  had somewhat h igher  
per  cap i t a  b ene f i t s  than nonmetro coun t ies  ($1,739 versus 
$1,704), bu t  t r a n s f e r  payment b ene f i t s  i n  metro coun t ies  
accounted f o r  a smal ler  p o r t i o n  o f  t o t a l  personal income. 
Most t r a n s f e r  payment b ene f i t s  came from cash s o c i a l  
insurance programs; these programs pa id  about two- th i rds  o f  
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a l l  t r a n s f e r  income in t h e  metro and nonmetro a r e a s  of  each 
region of t h e  United S t a t e s .  The l a r g e s t  cash s o c i a l  
insurance programs in 1983 were soc i a l  s e c u r i t y ,  m i l i t a r y  
r e t i r emen t ,  and unemployment compensation. 
In t he  South, 1983 per c a p i t a  t r a n s f e r  payments were 
$1,637 and $1,587 in t h e  nonmetro and metro a r e a s ,  
r e spec t i ve ly .  Transfe r  payments were a much l a r g e r  
component of  t o t a l  personal income in the  nonmetro South, 
accounting f o r  19.2 percen t  of personal income compared with 
13.5 percent  i n  t h e  metro South. 
There was l i t t l e  d i f f e r e n c e  in  t h e  per c a p i t a  b e n e f i t s  
from cash soc i a l  insurance between t h e  metro and nonmetro 
South. Per c a p i t a  soc i a l  insurance  b e n e f i t s  in t h e  South 
were s l i g h t l y  below t h e  na t iona l  average. 
Per c a p i t a  cash publ ic  a s s i s t a n c e  l e v e l s  in  t h e  South 
($79) ,  however, were s u b s t a n t i a l l y  lower than t he  na t i ona l  
average ($120). The low b en e f i t s  in  t h e  southern region 
l a r g e l y  were due t o  low per c a p i t a  b e n e f i t s  i n  t h e  metro 
South. The per c a p i t a  b e n e f i t s  i n  t h e  nonmetro South were 
s im i l a r  t o  t h e  per c a p i t a  b e n e f i t s  of t h e  o the r  nonmetro 
a r e a s  of t h e  United S t a t e s ,  but 54 percen t  g r e a t e r  than t h e  
per c a p i t a  b e n e f i t s  i n  t h e  metro South. The metro South had 
lower per c a p i t a  b e n e f i t s  than any o the r  a r e a  in  t h e  United 
S t a t e s .  
The primary component of cash public  a s s i s t a n c e  i n  both 
t h e  metro and nonmetro a r ea s  of t h e  South were payments 
through t h e  SSI program, t a rge t ed  pr imar i ly  t o  needy aged, 
b l i n d ,  o r  d i sab led  people (Table 2 ) .  Outside of t h e  South, 
however, AFDC payments, which a r e  t a rge t ed  toward poor 
female-headed f ami l i e s  with ch i l d r en ,  were t h e  l a r g e s t  
component of cash publ ic  a s s i s t a n c e  in  both metro and 
nonmetro a reas .  The importance of SSI t r a n s f e r  payments in  
t h e  South compared t o  t h e  importance of  AFDC i n  o t he r  
reg ions  of  t h e  United S t a t e s  r e f l e c t s  t h e  high propor t ion  of  
e l d e r l y  poor in  t h e  South ' s  populat ion (U.S. Bureau of t h e  
Census 1985a) and t he  low b en e f i t  l e v e l s  of  t h e  
s ta te -admin is te red  AFDC program in most southern s t a t e s  
(Levi tan 1985).  
Another major cash publ ic  a s s i s t a n c e  program, general  
a s s i s t a n c e ,  i s  provided by t he  s t a t e s  and some loca l  
governments. These programs a r e  l a r g e l y  met ropol i t an  and do 
not  provide s i g n i f i c a n t  t r a n s f e r  payment d o l l a r s  i n  t h e  
South (Table 2 ) .  
-------------- 
continued 
households r e ce ive  i s  t r a n s f e r  payments, o r  i nd iv idua l s '  
r e c e i p t s  of  income from governments and bus inesses  f o r  which 
no s e r v i c e s  a r e  c u r r e n t l y  rendered.  The programs included 
in BEA ' s  t r a n s f e r  payment da t a  inc lude  a l l  those  d i scussed  
in e a r l i e r  s e c t i on s  o f  t h e  paper ,  except  Medicaid, school 
lunch, and housing. In add i t i on ,  BEA inc ludes  s t a t e  and 
loca l  government employee r e t i r emen t ,  and miscel laneous 
p r i v a t e  s e c t o r  business  t r a n s f e r s  not  d i scussed  in e a r l i e r  
s e c t i on s  of  t h e  paper. Metro and Nonmetro a r e a s ,  def ined  
according t o  t he  1983 Off ice  of Management and Budget 
de s i gna t i on s ,  a r e  used in t h e  d i scuss ion  of  income from 
t r a n s f e r s  and per c a p i t a  t r a n s f e r  payments. 
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Table 2. Per cap i t a  t r ans f e r  payments ( i n  do l l a r s )  d i rec ted  
a t  t he  poor, by program, region, and residence, 1983. 
In -k ind  
Cash pub l ic  assistance t rans fe r  
t r ans fe r  payments paymen t s  
.......................... -------- 
Region and General Food 
residence SS I AFDC assistance stamps 
Northeast 39 80 20 
Metro 40 84 2 1 
Nonmetro 33 50 13 
Midwest 24 7 1 13 
Metro 24 81 16 
Nonmetro 24 48 4 
South 43 26 1 
Metro 33 26 1 
Nonmetro 65 26 0 
West 56 87 5 
Metro 61 94 5 
Nonmetro 3 5 53 2 
U.S. 40 61 9 
t let ro 39 68 11 
Nonmetro 45 39 3 
-- - - - - -  - - 
Most in -k ind  benef i ts  were d i s t r i b u t ed  v i a  the Medicare 
program; per cap i ta  Medicare bene f i t s  ranged from $192 i n  
the  nonmetro West t o  $297 i n  the metro Northeast. I n  both 
the  nonmetro and metro South, per cap i ta  bene f i t s  were 
approximately $222. The data considered here, however, do 
not  inc lude Medicaid, a l a rge  program tha t  de l i ve rs  medical 
assistance p r ima r i l y  t o  the poor. 
Another in -k ind  program f o r  which data are ava i l ab le  i s  
the  food stamp program. The per cap i ta  bene f i t s  from food 
stamps were highest i n  the nonmetro South, r e f l e c t i n g  i t s  
h igh  incidence o f  poverty (U.S. Bureau o f  the Census 1985a), 
the  lack  o f  AFDC coverage o f  unemployed two-parent f am i l i es  
(Ghe l f i  1986), and general ly  lower AFDC bene f i t s  i n  t ha t  
region (Levi tan 1985). For poor two-parent f am i l i es  i n  most 
southern states, the on ly  pub l ic  assistance ava i l ab le  i s  
food stamps (Ghe l f i  1986). 
As t rans fe r  payments t o  maintain and supplement personal 
income have increased, they have become a l a rge  source o f  
personal income f o r  many rec ip ien ts ,  as we l l  as reg iona l  
economies. Transfer payments are p a r t i c u l a r l y  important i n  
the nonmetro Northeast and the  nonmetro South, where they 
comprise almost one - f i f t h  o f  t o t a l  personal income. 
Ways t o  reduce the  growth o f  t r ans fe r  payments have been 
discussed a great  deal i n  recent  years (Bur t less  1984; 
Center f o r  Budget and Pol i c y  P r i o r i t i e s  1984; Dansiger e t  
a l .  1984; I n s t i t u t e  f o r  Research on Poverty 1984; Levi tan 
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1985). Mod i f i ca t i ons  i n  program r u l e s  t h a t  would change 
index ing  formulas o r  a l t e r  e l i g i b i l i t y  requirements, f o r  
example, cou ld  have a g r e a t  impact on nonmetro areas, 
i n c l u d i n g  those i n  t he  South, t h a t  depend h e a v i l y  on 
t r a n s f e r  payments f o r  income. 
I n  a l l  areas, changes i n  programs and program r u l e s  may 
a l t e r  t he  composi t ion o f  t he  popu la t i on  r e c e i v i n g  o r  
r e q u i r i n g  f u r t h e r  income ass is tance.  For example, we l f a re  
re fo rm proposals  e s t a b l i s h i n g  more s tandard p u b l i c  
ass is tance  b ene f i t s  throughout  t he  Un i ted  S ta tes  would 
g r e a t l y  h e l p  t he  nonmetro poor. Th is  would g ene r a l l y  
inc rease  b ene f i t s  i n  t he  South, where most o f  t he  nonmetro 
poor l i v e  and where b ene f i t s  a r e  g ene r a l l y  lower  than t he  
n a t i o na l  average ( Lev i t an  1985). 
Wel fare r e f o rm  proposals  t o  s h i f t  g r ea te r  r e s p o n s i b i l i t y  
f o r  t h e  poor t o  t h e  s t a t es  would a l s o  have an impact on t he  
South, f o r  some s t a t e s  may no t  have t h e  f i s c a l  capac i t y  t o  
expand c u r r e n t  programs o r  fund a dd i t i o n a l  r e s p o n s i b i l i t i e s .  
Tax po l  i c y  
T r a d i t i o n a l l y ,  t he  anomaly o f  t he  poor pay ing  income 
taxes a t  t he  same t ime t h a t  s o c i e t y  sought t o  r a i s e  t h e i r  
income has been recognized; p r o v i s i o n s  t o  reduce taxes pa i d  
by t he  poor have been b u i l t  i n t o  f ede ra l  and s t a t e  income 
t ax  s t ruc tu res .  Although t he  c u r r e n t  pove r t y  d e f i n i t i o n ,  
developed i n  1964, was based on a f t e r - t a x  income data, t he  
est imates o f  pove r t y  over the  years have been computed us ing  
be fo re - tax  income da ta  because t he  low-income popu la t i on  
o r i g i n a l l y  pa i d  o n l y  a smal l  p o r t i o n  o f  t h e i r  income i n  
taxes. There have been many changes i n  income l e v e l s  and 
t he  t ax  system s ince  t h e  pove r t y  d e f i n i t i o n  was developed, 
however, and i n  r ecen t  years  t h e  p r o b a b i l i t y  t h a t  t h e  
work ing poor pay income taxes has increased (U.S. Bureau o f  
t he  Census 1983). 
Dur ing  t h e  1970s, Federal income t a x  l i a b i l i t y  f o r  
f am i l i e s  whose income was below t h e  pove r t y  l i n e  was kept  t o  
a minimum by var ious  l e g i s l a t i v e  approaches which increased 
t he  l e v e l  o f  income a t  which a f am i l y  began t o  pay Fed r a l  
i n cm e  t ax  (Comnittee on Taxat ion,  U.S. Congress 1985).' I n  
add i t i on ,  t he  earned income t a x  c r e d i t  was enacted i n  1975 
t o  p rov ide  r e l i e f  f rom p a y r o l l  t a x  f o r  low-income taxpayers 
w i t h  c h i l d r e n  and t o  improve work i n cen t i ves  (Comnittee on 
Taxat ion,  U.S. Congress 1985). 
Federal t a x  p o l i c y  a f f e c t i n g  i n d i v i d u a l s  cons i s t s  ma in l y  
o f  two taxes:  income t a x  and p a y r o l l  ( l a r g e l y  Soc ia l  
Secu r i t y )  tax.  Federal t a x  p o l i c y  i s  p a r t i c u l a r l y  impor tan t  
f o r  nonmetro areas, because most o f  t h e i r  poor f am i l i e s  
conta ined a worker whose earn ings were g ene r a l l y  sub j ec t  t o  
-------------- 
Several o ther  income t a x  p rov i s i ons  have in tended t o  
d im in i sh  t h e  f ede ra l  t a x  burden o f  those most 1 i k e l y  t o  be 
poor. O f  p a r t i c u l a r  importance a r e  t he  a dd i t i o n a l  t a x  
exemptions f o r  taxpayers aged 65 o r  over  and f o r  a taxpayer  
who i s  b l i n d ,  and t he  t a x  exc lus ions  o f  major  government 
income t r a n s f e r  programs, such as some s o c i a l  s e c u r i t y  
bene f i t s .  Consequently, t h e  t a x  t h resho l d  f o r  e l d e r l y  
i n d i v i d u a l s  has remained we l l  above t h e  pove r t y  l i n e  
(Co r n i t t e e  on Taxat ion,  U.S. Congress 1985). 
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payro l l  t axe s .  In 1983, over 68 percen t  of nonmetro poor 
households had a t  l e a s t  one worker, and 29 percen t  had two 
o r  more. In c on t r a s t ,  only 54 percen t  of metro poor 
households had a t  l e a s t  one worker, and only 15 percen t  had 
two o r  more (U.S. Bureau of  t h e  Census 1985). 
During t h e  l a s t  ha l f  of t h e  1970s, high r a t e s  of  
i n f l a t i o n  r e su l t ed  in l a r g e  i nc r ea se s  in  t h e  poverty 
t h r e sho ld s ,  which a r e  updated annua l ly  by t h e  r a t e  of  change 
in t h e  annual average Consumer P r i c e  Index (U.S. Bureau of  
t h e  Census 1983). As a r e s u l t ,  t h e  d i s t a n c e  between t h e  
poverty th reshold  and t he  Federal t ax  t h r e sho ld ,  t h e  l eve l  
of income a t  which a family begins t o  pay income t a x ,  has 
no t  been maintained. I n f l a t i o n  drove up t h e  poverty l i n e ,  
but  t ax  a d j u s t  e n t s  t o  o f f s e t  t h e  e f f e c t s  o f  i n f l a t i o n  d id  
not  keep pace. 4 
In 1983, 7.6 percen t  of t h e  United S t a t e s  households in  
poverty paid Federal income t ax ;  a s l i g h t l y  higher  
proport ion of  nonmetro poor households (8.4 pe r cen t )  than 
metro poor households (7 .1  pe r cen t )  paid Federal income t ax  
(F igure  2 ) .  The Social  Secu r i t y  t ax  was a l s o  paid by 48.5 
percen t  of t h e  nonmetro poor households and 41.1 percen t  o f  
t h e  metro poor households. These f i g u r e s  r e f l e c t  t h e  higher  
proport ion of nonmetro than metro households r e l y ing  on 
earned,  and consequently t axab l e ,  income. 
Figure 2. U.S. Households in Poverty. Percent Paying Taxes. 1983 
Federal Income State Income Social Security Property 
Sovu US. w d Ine c-. 108% 
For example, according t o  Federal t ax  t a b l e s ,  a family 
of  f ou r ,  cons i s t i ng  of a married couple with an income a t  
t h e  poverty l eve l  der ived e n t i r e l y  from wages or  s a l a r i e s ,  
paid $269 in f ede r a l  income t ax  and Soc ia l  Secu r i t y  payro l l  
t ax  in 1978.- By 1984, a family of  four  a t  t h e  poverty l i n e  
10
Journal of Rural Social Sciences, Vol. 04 [2019], Iss. 1, Art. 4
https://egrove.olemiss.edu/jrss/vol04/iss1/4
Bent 1 ey 
S t a t e  income t ax  was paid by 15.6 percen t  of  nonmetro 
poor households, compared with 11.5 percen t  of metro poor 
households. A f ou r t h  major t a x ,  imposed p r ima r i l y  by loca l  
government on owner-occupied housing, was paid by 43.1 
percent  of nonmetro poor households and 27.8 percen t  o f  
metro poor households. This r e f l e c t s  t h e  high r a t e  of  home 
ownership among t he  nonmetro poor compared with t h e  metro 
poor (U.S. Bureau of  t h e  Census 1985). 
Federa l ,  s t a t e ,  and property t axes  combined now consume 
an important  p a r t  of  t h e  poor households'  income (F igure  3 ) .  
In t h e  United S t a t e s  a s  a whole, t h e s e  taxes  in  1983 
represented 6.7 percen t  of t h e  t o t a l  aggregate  household 
income of t h e  poor. Although t he se  t axe s  consumed a smal le r  
proport ion of  t h e  poor aggregate  income in t he  South than in 
o the r  r eg ions ,  many southern s t a t e s  a l s o  levy a s a l e s  t a x  on 
food which has not been accounted f o r  here (Phys ic ian  Task 
Force on Hunger in  America 1985). 
Figure 3. Taxes as a Percent of Income for Households 
in Poverty. 1983 
Percent 
Un~ t ed  States Northeast M~dwest  South West 
~ U S B v D u d I h e C s n v l B ~  
continued 
paid $1,075 in f ede r a l  income and payro l l  t a x e s ,  an i nc r ea se  
of  $800. Expressed a s  a percentage of  income, f ede r a l  
income and payro l l  t axes  consumed 4 percen t  of  t h e  income of 
a four-person family a t  t h e  poverty l i n e  in  1978 and 10.1 
percen t  of income in 1984 (Committee on Taxat ion,  U. S. 
Congress 1985). 
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To examine the e f f e c t  t h a t  taxes have on the poverty 
r a t e ,  the Census Bureau has prepared tabula t ions  showing 
estimates of poverty based on income a f t e r  the exclusion of 
Federal and s t a t e  income and payroll taxes.  After excluding 
these taxes from spendable money income, the 1983 poverty 
r a t e  increased from tpg 15.2 percent o f f i c i a l  r a t e  t o  16.5 
percent (Nelson 1985). 
Several approaches t o  tax reform would exempt families 
(and s ingle  people aged 65 and over) below the  poverty level 
from Federal income tax.  For example, in the Tax Reform Act 
of 1906 (H . R .  3838) recently under consideration in the U.S. 
Congress, the zero bracket amount ( the  amount taxed a t  zero 
percent) and the personal exemption would be increased and 
the earned income tax c red i t  would be expanded. All would 
be indexed for  inf la t ion .  I t  i s  estimated t h a t  6 million 
low-income taxpayers would be removed from the tax r o l l s  i f  
the  plan were enacted (Lublin 1986). These measures would 
help the large working-poor populations i n  nonmetro areas.  
Slnnnary and implications 
Income t r ans fe r  programs are  composed of three  types: 
cash social  insurance, cash public ass is tance ,  and in-kind 
programs. Cash social  insurance programs, although not 
spec i f i ca l ly  aimed a t  those below the  o f f i c i a l  poverty l ine ,  
play the major ro le  in reducing poverty in the United 
Sta tes .  
In recent years,  income t r ans fe r s  have become l e s s  
e f f ec t ive  a t  reducing poverty. The growth in public income 
t ransfers  has slowed while pre t ransfer  poverty has increased 
due t o  declining economic growth and r i s ing  unemployment. 
Consequently, income t r ans fe r s  removed a smaller percentage 
of the  pretransfer poor from poverty, and post t ransfer  
poverty r a t e s  have risen as well. Even a f t e r  considering 
the impacts of a l l  income t r ans fe r s ,  nonmetro poverty 
remains a t  an even higher level than metro poverty. Further 
research i s  needed on the e f f e c t s  of income t r ans fe r s  and 
policy on d i f f e ren t  groups within the poverty population. 
Recent public debate of over the ro le  of the  government 
in reducing poverty has centered on three  components of 
income secur i ty  policy: minimum income guarantees, work 
incentives,  and program costs (Levitan 1985). Changes in 
income secur i ty  policy may have d i f f e ren t  e f f ec t s  in metro 
and nonmetro areas.  
Minimum income guarantees would be pa r t i cu la r ly  
important in nonmetro areas.  A national m i n im um  AFDC 
benefi t  l eve l ,  fo r  example, would have a large  impact on 
poverty in the South where AFDC benef i t s  a r e  generally low. 
Issues concerning work incentives and the target ing of 
public ass is tance  t o  the " t ru ly  needy" a re  a lso  important in 
nonmetro areas,  as many nonmetro poor households already 
contain a t  l eas t  one worker. Poor families with earned 
income were great ly  affected by the Food Stamp and AFDC 
program changes enacted i n  1981 (Levitan 1985), and since 
t h a t  time they have a lso  faced a greater  tax burden on the i r  
-------------- 
lo Including the  Earned Income Tax Credit reduces the  
national af ter - tax  poverty r a t e  t o  16.3 percent (Nelson 
1985). 
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earned income, desp i t e  t he  1981 income t ax  cut.  Adjustments 
t o  t ax  p o l i c y  t h a t  would r a i s e  t he  income l e ve l s  a t  which 
f am i l i e s  begin t o  pay taxes on earn ings would preserve t he  
work i ncen t i ves  and incomes o f  t h e  many work ing nonmetro 
poor and near-poor. 
The i ssue  o f  program costs i s  a ser ious one i n  today 's  
economy; however, t he  magnitude o f  t r a n s f e r  payment income 
i n  many l o c a l  and reg i ona l  economies suggests t h a t  changes 
i n  t r a n s f e r  program costs and bene f i t s  should be considered 
c a r e f u l l y .  Transfer  payments are p a r t i c u l a r l y  impor tan t  i n  
t he  nonmetro South and Northeast, where they  make up almost 
o n e - f i f t h  o f  t o t a l  personal income. The a b i l i t y  o f  nonmetro 
s t a t e  and reg i ona l  economies t o  grow and generate employment 
as t r a n s f e r  payment income i s  reduced should be considered 
i n  t h i s  p o l i c y  d iscussion.  
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